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Mr.  Chairman,  Ladies  and  Gentlemen,  and  Members  of  the  Chicago 
Association  of  Commerce: 

It  gives  me  real  pleasure  to  meet  once  more  with  the  members 
of  the  Association  of  Commerce  in  this  city,  with  many^of  whom 
I became  personally  acquainted  during  the  time  that  I lived  in 
your  city.  I appreciate  very  much  indeed  the  courtesy  you  have 
shown  me  in  giving  me  this  opportunity  to  present  to  you  the 
case  of  the  railroads  as  I see  it. 

The  railroad  problem  is  such  a great  and  complex  problem  and 
has  so  many  different  phases  that  it  would  be  quite  impossible 
to  discuss  all  of  them  within  the  limitation  of  time  appropriate 
for  such  an  occasion  as  this,  and  I shall  therefore  only  attempt 
to  discuss  the  business  or  financial  end  of  the  railroad  question, 
and  the  pressing  needs  of  the  carriers  for  additional  revenue. 
Inasmuch  as  you  gentlemen  are  all  men  of  business  yourselves,  I 
shall  try  to  discuss  the  matter  in  business  terms  and  in  such  a 
way  as  you  would  discuss  your  own  affairs. 

Perhaps  I ought  to  explain  first  just  why  I have  asked  the  privi- 
lege of  speaking  to  you  today  about  the  railroad  question.  As 
you  know,  Congress  has  recently  passed  the  so-called  Trans- 
portation Act  of  1920,  and  it  has  provided  in  that  Act  definite 
and  specific  instructions  for  its  agent,  the  Interstate  Commerce 
Commission,  with  reference  to  the  matter  of  fixing  rates  for  the 
railroads.  It  is  specified  in  the  Act  that  the  Commission  shall 
endeavor  to  fix  rates  so  as  to  yield  as  nearly  as  may  be  a fair 
return  upon  the  aggregate  value  of  all  the  railroad  property  de- 
voted to  the  public  use,  and  it  is  further  said  that  for  a period 
of  two  years  M/i  Per  cent,  as  a minimum,  plus  one-half  of  one  per 
cent,  more  in  the  discretion  of  the  Commission,  shall  be  con- 
sidered as  the  fair  return  which  the  railroads  are  entitled  to  earn 
upon  the  value  of  their  property.  All  this  would  seem  to  indicate 
that  the  problem  before  the  Commission,  so  far  as  the  fixing  of 
rates  is  concerned,  is  a relatively  simple  one,  and  indeed  it  would 
be  if  they  had  before  them  and  available  all  the  elements  of  the 
problem,  but  so  far  no  one  knows  definitely — that  is  to  say,  it 
has  not  been  definitely  or  judicially  decided — -what  the  value  of 
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the  railroad  property  is  in  this  country  in  the  aggregate.  The 
railroad  executives  generally  believe  and  claim,  and  I believe, 
that  the  book  investment  account  of  the  carriers  as  a whole 
is  fairly  representative  of  the  aggregate  value  of  the  railway 
properties  devoted  to  the  public  use.  It  is  recognized  and  ad- 
mitted that  there  are  cases  where  railroads  have  been  over- 
capitalized in  the  past,  and  perhaps  so  continue.  There  are 
also  well-known  cases  where  railroads  are  under-capitalized — 
where  it  is  generally  recognized  that  the  property  is  worth  much 
in  excess  of  its  outstanding  capitalization,  but  in  any  event  the 
railway  managers  generally  believe  that  the  book  property  invest- 
ment account  of  the  carriers  as  a whole  fairly  represents  the 
value  of  the  railroads,  and  they  have  urged  the  Commission  to 
authorize  rates  and  charges  adequate  in  amount  to  yield  a net 
operating  income  of  6 per  cent,  upon  the  aggregate  property  in- 
vestment account  of  the  carriers  as  a whole  or  in  the  several  rate 
groups. 

Congress  has  said  that  the  Commission,  in  dealing  with  this 
subject,  might  deal  with  the  railroads  as  a whole,  or  as  a whole 
in  a number  of  groups  to  be  determined  by  the  Commission.  In 
a tentative  way  the  Commission  has  settled  upon  three  large 
groups.  That  decision,  of  course,  may  be  revised,  but  in  any 
event  it  seems  definitely  decided  that  the  railroads  in  the  group 
generally  known  as  Official  Classification  Territory,  which  may 
be  described  briefly  as  all  of  that  part  of  the  United  States  east 
of  the  Mississippi  and  north  of  the  Ohio  and  Potomac  Rivers, 
shall  be  considered  as  one  group.  In  discussing  this  matter 
today  I shall  confine  myself  generally  to  the  needs  of  the  rail- 
roads in  the  so-called  Eastern  Group  or  Region. 

It  has  been  thought  that  it  would  be  helpful  and  lead  to  a more 
expeditious  determination  of  the  whole  matter  if  the  railroads 
would  distribute  rather  widely  copies  of  their  application  to  the 
Interstate  Commerce  Commission  for  increased  rates,  together 
with  a statement  of  their  reasons  for  believing  that  increased 
rates  are  necessary.  The  railroad  executives  have  felt  that  efforts 
should  be  made  to  meet  with  business  men  and  shippers,  just  as 
I am  meeting  with  you  today,  in  order  to  explain  just  what  the 
railroad  situation  is,  so  that  when  the  Commission  begins  the 
hearing  on  the  24th  of  this  month  it  will  be  dealing  with  a matter 
with  which  the  public  is  somewhat  conversant. 
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Further,  if  after  you  have  read  the  statement  which  the  Eastern 
carriers  have  presented  to  the  Interstate  Commerce  Commission 
and  which  has  been  distributed — if  after  you  have  heard  what  I 
have  to  say  about  it,  which  will  be  along  the  general  lines  indi- 
cated in  the  pamphlet — if  then  this  Association,  acting  through 
its  appropriate  committees,  should  reach  a favorable  conclusion 
concerning  the  application  of  the  railroads,  I think  it  would  be 
helpful  if  you  would  so  express  yourselves  in  a communication 
to  the  Interstate  Commerce  Commission. 

What  is  the  situation  confronting  the  railroads  today?  Briefly, 
the  operation  of  the  railroads  in  this  Eastern  territory  by  the 
Government  during  the  last  full  year  yielded  a net  operating 
income  of  about  $182,000,000.  The  railroads  in  the  Eastern 
Region  in  the  aggregate  have  roundly  71,000  miles  of  main  line. 
They  show  an  aggregate  book  property  investment  account  of 
$9,368,000,000.  Last  year,  or  the  year  ending  October  31,  1919, 
they  had  gross  earnings  in  excess  of  $2,575,000,000.  I have  taken 
the  year  ending  October  31st  because  it  may  be  suggested  by  some 
that  the  months  of  November  and  December  last  year  were  not 
fairly  typical  owing  to  the  strike  in  the  coal  and  steel  industries. 
So  we  have  built  up  a year  of  twelve  months,  ending  October  31st, 
1919.  During  that  year  it  cost  the  Eastern  railroads  for  operation 
about  88  per  cent,  of  the  gross  earnings,  and  then  after  the  net 
revenue  so  arrived  at  had  been  reduced  into  terms  of  net  income  as 
prescribed  by  the  accounting  rules  of  the  Interstate  Commerce 
Commission,  they  had  remaining  $220,000,000.  However,  if  the 
railroads  had  been  obliged  to  pay  during  the  entire  year  ending 
October  31st,  the  wages  now  in  effect  and  the  prices  now  in  effect, 
and  other  incurred  expenses,  it  is  estimated  they  would  have  had 
only  $18,000,000  net  income  out  of  a gross  of  over  $2,500,000,000. 
It  can  fairly  be  said  that  these  great  properties;  representing  an 
investment  of  over  $9,368,000,000,  would  have  earned  barely 
more  than  expenses  as  a result  of  last  year’s  operation,  if  the 
wages  and  material  prices  now  in  effect  had  been  in  effect  the  entire 
year. 

For  the  ten  years  before  the  war,  the  railroads  in  this  Eastern 
Region  operated  on  about  a 68  per  cent,  basis — that  is,  68  per 
cent,  of  the  gross  earnings  was  spent  for  operating  purposes.  In 
1917  the  railroads  in  the  Eastern  group  operated  on  a 74  per  cent. 


4 


basis.  Last  year  they  operated  on  an  88  per  cent,  basis  with  the 
net  results  I have  shown.  If  we  may  assume  that  the  railroads 
ought  to  operate  on  a basis  not  higher  than  75  per  cent. — if  they 
ought  as  sound  business  concerns  to  have  a net  income  equal  to 
25  per  cent,  of  the  gross  earnings,  to  apply  for  capital  purposes 
and  other  corporate  obligations,  then  on  the  basis  of  last  year’s 
business,  and  operating  with  the  same  measure  of  efficiency,  the 
Eastern  roads  would  require  an  increase  in  income,  to  be  derived 
from  higher  rates,  of  about  $544,000,000,  and  that  is  the  amount 
the  Eastern  carriers  have  asked  the  Commission  to  grant  in  the 
shape  of  increased  rates. 

If  the  Commission  should  consider  favorably  our  application 
and  grant  rates  so  as  to  yield  6 per  cent,  upon  the  aggregate  book 
property  investment  account,  by  that  measure  also,  the  increase 
in  rates  would  produce  about  $550,000,000  for  the  roads  in  the 
Eastern  Region. 

There  is  one  other  test  that  can  be  applied  to  the  situation  in 
the  Eastern  Region  that  leads  to  that  same  conclusion.  In 
1916  the  combined  property  investment  account  of  the  38  prin- 
cipal roads  in  the  Eastern  Region  was  about  seven  billion  dollars, 
and  these  carriers  in  that  year  earned  $448,000,000  net,  equal  to 
6.46  per  cent,  upon  their  property  investment  account.  Now 
if  these  same  railroads  were  to  do  over  again  today  the  same  busi- 
ness that  they  did  in  1916,  paying  the  wages  now  in  effect  and 
paying  the  prices  for  materials  now  in  effect,  instead  of  earning 
$448,000,000  net  or  6.4  per  cent,  on  the  value  of  their  property, 
they  would  fall  short  $158,000,000  of  earning  their  actual  operating 
expenses  and  taxes. 

To  correct  that  condition  brought  about  by  the  high  cost  of 
living,  which  applies  alike  to  corporations  and  individuals,  and  to 
put  the  roads  in  position  to  earn  only  6 per  cent,  upon  the  value 
of  their  property— not  6^2  per  cent,  as  they  did  earn  in  1916, 
but  6 per  cent. — would  require  an  increase  in  revenue  of  some 
$578,000,000  for  handling  the  same  volume  of  business.  So  it 
appears  from  these  three  different  methods  of  reasoning,  that  the 
revenues  of  the  Eastern  carriers,  based  upon  a volume  of  business 
substantially  the  same  as  they  did  last  year,  ought  to  be — must 
be — as  a minimum,  increased  approximately  $550,000,000  per 
year,  if  they  are  to  be  placed  upon  anything  like  a sound  financial 
basis. 
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Now,  that  amount  of  increased  revenue  represents  about  21 
per  cent,  upon  the  gross  earnings  of  the  carriers  during  that  period. 
The  railroad  managers  have  not  recommended,  however,  that  the 
increased  revenue  be  obtained  by  a general  increase  of  all  charges, 
including  passenger  fares,  freight  rates  and  so  forth,  but  they 
have  felt  that  it  would  be  better  -to  leave  the  passenger  fares  as 
they  are  and  obtain  the  increased  revenue  from  increased  freight 
charges  only.  It  would  be  necessary  to  increase  freight  rates 
about  30  per  cent,  to  yield  the  required  amount,  and  that,  in  fact, 
is  what  the  Eastern  railroads  have  recommended  to  the  Inter- 
state Commerce  Commission. 

The  carriers  have  also  recommended  that  in  order  that  the  in- 
crease may  be  accomplished  as  expeditiously  as  possible,  that 
they  be  permitted  to  file  supplements  to  their  existing  tariffs 
providing  generally  for  a flat  percentage  increase.  They  have 
also  suggested  that  it  may  be  desirable  as  in  former  cases,  to 
advance  some  rates  by  a fixed  number  of  cents  per  ton  rather 
than  upon  a percentage  basis,  but  fixing  the  amount  so  as  to 
yield  30  per  cent,  on  all  freight  earnings,  which  seems  to  be  nec- 
essary. So  much  for  that  phase  of  the  matter. 

In  1916,  as  I have  already  stated,  the  Eastern  railroads  gen- 
erally had  a prosperous  year.  It  has  been  said  by  able  railroad 
managers  that  the  railroads  in  the  country  as  a whole  ought  to 
spend  not  less  than  one  billion  dollars  a year  for  new  equipment, 
improvements  and  additional  facilities.  While  it  has  been  gen- 
erally believed  that  that  amount  ought  to  be  spent,  as  a matter 
of  fact  for  the  ten  years  preceding  Federal  control,  the  average 
amount  which  actually  was  spent  for  new  and  additional  facili- 
ties, was  only  $600,000,000  a year.  So  that  during  the  entire 
period  the  railroads  were  not  spending  as  much  as  was  thought 
to  be  in  the  public  interest,  and  I think  it  is  generally  admitted 
that  even  up  to  the  beginning  of  Federal  control,  including  the 
prosperous  year  1916,  the  railroads  did  not  make  as  large  capital 
expenditures  for  enlargements  of  plant  as  they  ought  to  have 
made  to  properly  provide  for  the  growing  commerce  of  the 
country. 

It  was  customary  before  Federal  control  for  the  railroads  to 
buy  each  year  something  more  than  one  hundred  thousand  new 
freight  cars,  from  two  to  three  thousand  locomotives  and  from 
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two  to  four  thousand  passenger  cars.  During  Federal  control, 
lasting  26  months,  the  Government  bought  only  100,000  freight 
cars,  2,000  locomotives  and  no  coaches.  They  bought  less  during 
the  26  months’  period  than  the  railroads  themselves  have  been 
in  the  habit  of  buying  in  a 12  months’  period,  so  that,  to  start 
with,  at  the  end  of  Federal  control  we  are  behind  by  at  least  the 
amount  of  equipment  that  represents  one  average  year’s  pur- 
chase. During  the  war,  because  of  the  exigencies  of  the  situation, 
railway  equipment  was  used  very  hard,  and  no  doubt  it  wore  out 
more  rapidly  than  under  other  circumstances,  so  that  today  on 
the  most  conservative  basis  we  are  short  at  least  100,000  freight 
cars,  2,000  locomotives,  and  four  or  five  thousand  coaches,  and 
nothing  tangible  and  adequate  has  yet  been  done  to  supply  that 
shortage  or  provide  for  the  requirements  of  the  present  year. 
That  is  a phase  of  the  problem  in  which,  I take  it,  you  gentlemen 
are  very  deeply  interested  as  shippers.  It  is  true  that  Congress 
has  provided  a Revolving  Fund  of  $300,000,000,  but  that  amount 
is  wholly  inadequate — in  fact,  is  not  more  than  half  of  the  amount 
needed  for  equipment  alone. 

Now,  inasmuch,  as  the  people  of  this  country,  speaking  through 
their  representatives  in  Congress,  have  apparently  decided  that 
for  a time  at  least  they  will  continue  the  policy  of  private  operation 
of  railroads  under  governmental  control,  it  is  certainly  in  the  in- 
terest of  the  whole  people  that  the  policy  or  system  you  have 
adopted  should  be  successful.  Otherwise,  you  would  do  better  to 
change  at  once  and  try  some  other  plan  that  will  be  successful, 
because  the  railroads  cannot  be  successful  under  private  owner- 
ship and  operation  except  on  the  same  basis  that  any  other  gainful 
enterprise  can  be  successful.  They  must  be  able  to  operate  at  a 
reasonable  profit. 

The  railroads  in  the  Eastern  Region  during  the  next  two 
years  will  be  obliged  to  meet  maturities  of  some  $200,000,000 
a year.  Many  of  these  obligations  outstanding  now  pay  only 
3}  2 per  cent.  They  will  probably  have  to  be  refunded  on  a 
basis  of  6,  7 or  8 per  cent.  Now,  do  not  think  that  you  as  shippers 
or  consumers  are  not  personally  interested  in  the  price  the  rail- 
roads pay  for  their  money,  because  the  interest  rates  that  the 
railroads  pay  for  their  new  capital  are  just  as  much  an  element 
of  the  total  cost  of  transportation  as  is  the  price  paid  for  a loco- 
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motive  or  a ton  of  coal  or  a day’s  wage,  and  all  elements  of  cost 
must  ultimately  be  reflected  in  the  freight  and  passenger  rates 
which  you  pay. 

The  status  of  railroad  credit  at  the  present  time  is  perhaps 
fairly  indicated  by  the  basis  upon  which  two  of  the  best  American 
railway  systems  were  able  to  sell  their  securities  within  the  last 
month  or  so.  The  Pennsylvania  Company,  one  of  the  strongest 
transportation  companies  in  the  world,  a company  with  an  un- 
broken dividend  record  of  more  than  fifty  years,  has  been  obliged 
to  pay  7 y%  per  cent,  for  money  needed  for  additional  facilities 
necessary  for  its  enlarged  business,  and  the  New  York  Central; 
another  company  of  equal  financial  standing,  has  been  obliged  to 
pay  the  same  rate. 

Right  here,  and  as  bearing  on  this  matter,  I want  to  compare 
the  price  which  American  railroads,  such  as  I have  mentioned, 
are  paying  for  money,  with  an  announcement  that  I happened 
quite  accidentally  to  see  in  the  window  of  a bank  in  Pittsburgh  a 
few  days  since.  The  announcement  stated  that  the  Canadian 
Pacific  Railroad  Company  was  selling  twelve  million  of  equipment 
trusts  bearing  6 per  cent.,  and  they  were  being  offered  in  Pitts- 
burgh so  as  to  yield  the  purchaser  6°/g  per  cent.  Now  I do  not 
know  whether  any  were  being  purchased  at  that  price  or  not,  but 
banks  are  not  in  the  habit  of  making  propositions  of  that  kind 
unless  they  expect  to  find  purchasers.  What  does  that  signify? 
Simply  this— that  the  Canadian  Pacific  Railroad,  a road  which 
stands  in  Canada  as  the  Pennsylvania  has  stood  in  this  country, 
can  come  into  this  country,  and  through  our  bankers  borrow 
money  for  the  purpose  of  buying  cars  to  handle  the  business  of 
Canada,  apparently  on  a better  basis  than  your  railroads  in  this 
country  are  able  to  obtain.  Now'  wdiy  is  it?  I do  not  know,  but 
this  may  have  something  to  do  with  it.  During  the  war  it  was  the 
announced  policy  of  our  Government,  as  voiced  by  the  Director 
General — and  I am  not  speaking  of  it  in  criticism  at  all;  I am 
simply  speaking  of  it  as  an  interesting  fact  bearing  perhaps  on 
this  situation — it  wras  announced  that  the  Government  did  not 
consider  it  wise  during  the  last  year  or  so  of  Federal  control,  to 
advance  rates  in  order  to  meet  the  highly  increased  cost  of  con- 
ducting the  business,  because  in  any  event — it  was  said — if  the 
railroads  while  under  Federal  control  did  not  earn  the  fixed  rental, 
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the  deficit  would  be  paid  by  the  public  and  out  of  the  public 
treasury  and  it  did  not  really  matter  whether  railroad  charges 
were  paid  wholly  through  the  means  of  rates,  or  somewhat  through 
the  means  of  rates  and  somewhat  through  the  means  of  general 
taxation.  Now,  that  may  have  been  a very  proper  policy,  and 
there  may  have  been  good  reasons  for  it.  One  of  the  by-products 
of  the  policy,  however,  was  that  during  that  period  many  of  the 
larger  companies  were  not  earning  their  interest.  Senator  Cum- 
mins on  the  floor  of  the  Senate  stated  that  two-thirds  of  the  rail- 
roads in  this  country  would  be  insolvent  if  they  went  back  to 
private  bands  on  the  rate  basis  that  the  Government  then  had 
in  effect  and  which  is  still  in  effect,  and  I suppose  that  fact  served 
to  incite  the  public  mind  to  believe  that  railroad  securities  generally 
in  this  country  were  unsafe  as  investments;  in  fact,  I do  not  see 
how  anyone  could  escape  that  conclusion.  That  fact  has  un- 
doubtedly had  its  bearing  upon  the  standing  of  railroad  credit 
today. 

Now,  what  did  they  do  in  Canada?  As  I understand  the  matter, 
the  Dominion  Government,  acting  through  orders  in  Council, 
from  time  to  time  permitted  the  Canadian  roads  to  advance  their 
rates  so  as  to  measurably  offset  the  increased  cost  of  living  or 
cost  of  operation.  The  result  was  that  the  Canadian  Pacific, 
during  the  whole  period  of  the  war,  was  able  to  earn  a sufficient 
amount  to  meet  its  interest  payments  and  maintain  its  established 
dividends,  and  today  because  of  that  fact,  that  Company  comes 
into  our  country  and  is  apparently  able  to  borrow  mohey  at  one 
per  cent,  less  than  our  railroads  are  obliged  to  pay.  To  that 
extent  the  Canadian  shipper  is  benefited  because  in  the  last 
analysis  he  pays  the  lower  rate  of  interest. 

If  we  are  to  have  private  ownership  of  the  railroads  in  this 
country  it  is  to  your  interest  that  we  should  have  it  on  a sound 
economic  basis,  and  unless  you  are  willing  to  have  it  on  that 
basis  you  ought  not  to  have  it  at  all.  Private  ownership  and 
operation  of  the  railroads  as  a public  policy  will  fail  unless  the 
railroads  so  owned  and  operated  are  able  to  obtain  each  year 
and  on  a favorable  basis  at  least  81,000,000,000  of  new  capital 
for  equipment,  improvements  and  extensions.  This  can  only  be 
accomplished  by  means  of  well-established  credit. 

I believe  the  new  Transportation  Act  will  accomplish  what  I 
have  in  mind.  Some  feel,  it  is  true,  that  the  limitations  placed 
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upon  railroad  earnings  are  as  narrow  that  railway  securities  will 
not  be  attractive  investments  in  the  future.  I do  not  share  that 
belief;  I believe  the  effect  of  the  law  will  be  to  stabilize  railway 
investments  and  when  we  finally  get  adjusted  to  the  situation,  I 
believe  railway  securities  will  be  more  attractive  from  an  invest- 
ment standpoint  than  they  have  ever  been  before.  If  I am  mis- 
taken, then  the  law  ought  to  be  changed,  for  if  we  have  private 
ownership,  it  is  to  your  interest  that  we  have  it  on  the  basis  of 
good  credit  and  you  can  not  afford  to  have  it  on  any  other  basis. 

Now,  about  the  rates  themselves.  It  has  been  claimed  by 
some  that  the  business  of  this  country  cannot  stand  the  burden 
of  higher  rates.  That,  in  my  opinion,  is  not  true.  The  accounts 
of  the  railroads  show  that  the  operating  expenses  of  the  last  three 
years  have  increased  100  per  cent.  Freight  and  passenger  revenue 
increases  made  by  the  Interstate  Commerce  Commission  and  the 
Director  General  within  that  period,  yield  to  the  Eastern  railroads 
36  per  cent,  on  their  gross  revenues.  The  railroads  in  the  Eastern 
Region  now  are  asking  for  a further  increase  equivalent  to  21  per 
cent,  on  their  gross  revenue.  If  that  increase  is  granted,  then  we 
will  have  this  situation:  An  increase  in  expenses  of  100  per  cent., 
against  which  there  will  have  been  granted  an  increase  in  gross 
revenue  of  only  about  64  per  cent. 

Before  the  war,  railroad  rates  were  said  to  be  lower  in  this 
country  than  in  any  other  country  in  the  world.  They  are  lower 
today  in  this  country  than  in  any  other  country  in  the  world.  If 
they  are  increased  as  we  recommend,  they  will  still  be  lower  than 
in  any  other  country  in  the  world.  Not  only  that,  they  will  be 
lower  relatively  in  this  country  than  they  have  ever  been  before. 
By  that  I mean:  Never  before  could  a workman,  by  the  expendi- 
ture of  one  day’s  wage,  ride  so  far  upon  a passenger  train  as  he 
can  at  the  present  time.  Never  before  would  a ton  of  coal,  or  a 
bale  of  cotton,  or  a ton  of  steel,  or  a thousand  feet  of  lumber,  or  a 
bushel  of  wheat  buy  as  much  transportation  as  it  will  today  or  as 
it  will  buy  when  the  rates  are  raised,  if  they  are  raised,  as  we 
suggest. 

Judge  Prouty,  addressing  your  Association  a short  time  since 
upon  this  same  subject,  said: 

“There  must  be  above  all  some  surplus  fund  upon 
which  the  carriers  may  rely  in  a period  of  adversity 
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* * * *.  I believe,  therefore,  that  if  you  desire  to 
make  private  operation  a success  your  first  thought 
should  be  to  secure  to  carriers  rates  which  are  too 
high  rather  than  too  low.  ” 

I do  not  believe  that  the  increased  rates  which  the  Eastern 
carriers  have  asked  for  are  too  high,  and  I am  not  at  all  certain 
that  they  may  not  be  too  low.  At  best  only  an  estimate  can  be . 
made  at  this  time  of  the  probable  needs  of  the  carriers  in  the 
future.  If  the  rates  should  be  fixed  on  too  high  a basis,  no  serious 
harm  could  follow,  because  the  Transportation  Act  places  certain 
restrictions  on  the  excess  earnings  of  an  individual  carrier,  while 
if  the  rates  should  be  fixed  too  low,  development  and  extension  of 
the  transportation  facilities  would  be  checked,  if  not  actually 
stopped  and  much  harm  might  be  caused  thereby. 

It  would  be  idle  for  me  to  say  more  on  this  subject  at  this  time — 
at  least,  so  it  seems  to  me.  I have  endeavored  to  amplify  wThat 
is  said  in  the  petition  of  the  Eastern  Railroads  to  the  Interstate 
Commerce  Commission.  If  the  facts  as  we  have  presented  them 
do  not  in  themselves  justify  and  sustain  our  case,  then  we  have  no 
case.  If  after  you  have  considered  the  matter,  it  should  seem  to 
you  that  the  case  is  one  where  the  high  cost  of  living  to  the  rail- 
roads is  exactly  the  same  kind  of  problem  that  it  is  to  the  indi- 
vidual, and  that  it  is  to  your  interest  that  it  should  be  dealt -with  in 
a fair,  prompt  and  reasonable  way,  then  I hope  in  due  course  and 
through  your  regular  agencies  you  will  feel  like  expressing  your- 
selves in  the  manner  that  will  do  the  most  good. 

I thank  you  very  much. 


